Abstract For loss averse investors, a sequence of risky investments looks less attractive if it is evaluated myopically-an effect called myopic loss aversion (MLA). The consequences of this effect have been confirmed in several experiments and its robustness is largely undisputed. The effect's causes, however, have not been thoroughly examined with regard to one important aspect. Due to the construction of the lotteries that were used in the experiments, none of the studies is able to distinguish between MLA and an explanation based on (myopic) loss probability aversion (MLPA). This distinction is important, however, in discussion of the practical relevance and the generalizability of the phenomenon. We designed an experiment that is able to disentangle lottery attractiveness and loss probabilities. Our analysis reveals that mere loss probabilities are not as important in this dynamic context as previous findings in other domains suggest. The results favor the MLA over the MLPA explanation.
Introduction
According to myopic loss aversion (MLA) a sequence of lotteries looks less attractive if it is evaluated myopically. The effect's consequences have been confirmed in several experimental studies with various settings. Less myopic people usually invest more in lotteries than their non-myopic counterparts. The robustness of this effect seems largely undisputed. The effect's causes, however, have not been thoroughly analyzed with regard to one important aspect-the probability characteristics of the lottery. Our argument can be exemplified by the frequently used lottery devised by Gneezy and Potters (1997) , with a one-third chance of winning 2.5 times the investment amount and a two-thirds chance of losing the total amount, denoted by 
for example, the prospective value that the decision maker assigns to the lottery is negative (−1/6). If the decision maker plays the lottery twice and invests the same amount in each round the prospective value of the overall distribution is still slightly negative (−1/9). For the frequently used case of a triple draw, however, the evaluation of the aggregated distribution increases to +1/18, even though it is composed of three draws that have a negative value in isolation. MLA can thus explain why decision makers might reject to play or invest less in the lottery if draws are evaluated separately (myopic decision maker) but accept it or invest more if draws are evaluated in an aggregated way (non-myopic decision maker). MLA, however, is not the only possible explanation. Although in the given example the loss likelihood for a single draw is relatively high, namely 66.7% it reduces to 44.4% for two draws and to only 29.6% for three draws. Hence, the decision pattern described in the previous paragraph can also be attributed to differences in loss probabilities. We will call this explanation, where individuals simply focus on gain and loss probabilities, "myopic loss probability aversion" (MLPA). Importantly, this coherence applies to any lottery that has been used in the numerous studies on MLA presented in the literature. As a consequence, none of the studies is able to distinguish between MLA and MLPA. The importance of loss probabilities in decision making has already been emphasized and demonstrated (see, for example, Payne 2005 or Diecidue and van de Ven 2008). These studies, however, focus on a single decision and do not consider the context of repeated decision making. For the case of repeated investing, Langer and Weber (2005, p. 37) state in an analysis on MLA: "It seems that subjects pay more attention to the probabilities of gaining and losing than to the respective size of gains and losses." This intuition raises the question whether the experimental results presented in the literature are really driven by MLA as is frequently claimed or whether MLPA is a better explanation for the observed behavior. The key to this question is to disentangle the evaluation according to MLA from gain and loss probabilities. We will show that this can easily be achieved with lotteries similar to that one of Gneezy and Potters (1997) . MLA and MLPA make different predictions for these lotteries and we can thus challenge the robustness of the MLA explanation. Somewhat surprisingly, our experimental analysis reveals that if we assume recently elicited cumulative prospect theory (CPT) preferences, the MLA
